FEDERAL FY 2006 APPLICATION
MASSACHUSETTS COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

COMMUNITY DEVELOPMENT FUNDS I AND II
MINI-ENTITLEMENT PROGRAM

GENERAL INFORMATION ABOUT THIS APPLICATION

Each year, Massachusetts receives Community Development Block Grant (CDBG)
funds from the federal government. These funds, made available through the
Massachusetts CDBG program, provide communities throughout the
Commonwealth with resources to implement an array of community and economic
development projects. The Massachusetts Department of Housing and Community
Development (DHCD) administers these federal funds and offers several programs
designed to address a range of community and economic development needs.

This Application is for the following Massachusetts CDBG program components:

¢ Community Development Funds I and II
e Mini-Entitlement Program

The program eligibility and threshold details are contained in DHCD’s federal FY
2006 One Year Action Plan that follows the Table of Contents. The One Year Action
Plan will become final upon its approval by the U.S. Department of Housing and
Urban Development. The necessary application materials are contained in the
sections that follow the Draft One Year Action Plan.

In addition to the programs contained in this application, Massachusetts CDBG also
has the following programs: (1) Housing Development Support Program and (2)
Economic Development Fund. Applications for these programs are not provided in
this document. However, information about these programs is contained in the
federal FY 2006 One Year Action Plan.

This document can be accessed from the Massachusetts Department of Housing
and Community Development’s website. The document may be downloaded from
DHCD’s website: www.mass.gov/dhcd.

Mass. CDBG welcomes telephone inquiries at any point in application development.
The Division of Community Services’ telephone number is (617) 573-1400.
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FY 2006 Draft One Year Action Plan - Preface

The U.S. Department of Housing and Urban Development (HUD) requires the Commonwealth of
Massachusetts, and all other Formula Grantees, to prepare a Five Year Consolidated Plan. The state’s
Consolidated Plan sets forth long term priorities for the use of funds received from HUD’s Community
Development Block Grant (CDBG), HOME, Emergency Shelter Grant (ESG), Housing Opportunities
for People with AIDS (HOPWA), and American Dream Downpayment Initiative (ADDI) programs,
and from other state and federal sources.

The preparation of this One Year Action Plan has considered and been informed by the previous development of
the FY 2005-2009 Five-Year Consolidated Plan and the 2006 Annual Update. Publication of the draft
Massachusetts CDBG One-Year Action Plan takes place in advance of the Five Year Consolidated Plan/Annual
Update public participation schedule that incorporates the HOME, ESG, HOPWA and ADDI programs.
DHCD held informational sessions on CDBG program design changes considered for FY 2006 (the Draft CDBG
One Year Action Plan) in November 2005, and will hold formal public hearings on the overall Annual Update of
the FY 2005-2009 Consolidated Plan, including the One Year Action Plan in early 2006.

DHCD encourages communities to approach CDBG projects in a comprehensive and integrated manner and
encourages communities to target their CDBG funds to particular geographic areas in order to impact and effect
change within neighborhoods. This approach is in line with HUD’s recent emphasis on coordinating funding
and enhancing communities’ ability to engage in comprehensive revitalization strategies. DHCD is seeking to
assess the impact of CDBG investment in distressed areas through the focused targeting of financial and
technical assistance resources. DHCD is encouraging communities in their planning processes to think
comprehensively about community development - to consider planning and implementing projects that
promote compact development, expand housing opportunities, and demonstrate measurable change in an area.

DHCDs intent is to provide for a number of activities that concentrate investments making measurable
improvements in distressed neighborhoods. Comprehensive approaches to meeting the needs of these areas
should be designed to improve the physical, social and economic conditions of low- and moderate- income
families and neighborhoods.

Communities are encouraged to submit applications that include activities that are integrated with one another
and targeted to a particular neighborhood or geographic area. For example, we are seeking applications that
include a housing rehabilitation program that is targeted to a particular area, an infrastructure or playground
improvement project to be undertaken in that same area, and perhaps also social service programs that will
serve the residents of that same area. DHCD acknowledges that establishing such a program entails
comprehensive planning and envisions that the Community Development Strategy will serve to inform this
process.

Highlights/Clarifications/Proposed Changes in Draft FY 2006 One-Year Plan

PROPOSED CHANGES

> DHCD intends to offer an on-line, web-based application process for FY 2006, in conjunction with a new,
web-based grants management system. Further details and training information will be available as
application materials and details are released.

» The Community Development Strategy will be evaluated to determine adequacy - those CD strategies
that do not meet the following 3 criteria will not meet the threshold and the application will not be
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scored: the CD Strategy must describe the community’s approach to a variety of projects and activities
which include, but are not limited to, the subject of the CDBG application; the CD Strategy must
conclude with a list of projects and activities in order of the priority in which the community intends to
undertake to address its community development needs; and the community must submit evidence that
the CD Strategy was discussed at a public forum, meeting or hearing and that the priority list was
presented and specifically discussed.

The value of the Community Wide Needs Scores will increase from 25 points to 35 points. CWN scores
have been updated with the most recent data (Unemployment Rate and Levy per Capita as a Percent of
Per Capita Income). A community is eligible to apply to CDF 1 if its CWN score is equal to or greater
than 25; for CDF 2, a community’s CWN score must be equal to or less than 24.

The maximum grant award for a single community is $800,000; for two or three communities the
maximum grant award is $1,000,000; and for four or more communities, the maximum grant award is
$1,200,000. Single communities that propose multiple, physical activities in a target area may receive up
to $1,000,000.

Regional activities that meet all thresholds, including a minimum project score, will receive five (5) bonus
points. Regional activities are defined as housing rehabilitation in multiple communities, social services
provided to multiple communities, shared facilities or planning/design activities that will be administered
and bid collectively on behalf of regional participants.

Each community in a regional application must comply with the same requirements as individual
communities in individual applications, in order to participate in a regional grant. Communities that fail
to comply with any requirement will be dropped from consideration as a regional participant and the
application will be reviewed on the basis of those communities that have complied with the
requirements. As a result, the number of participating communities and/or the dollar amount requested
in a regional application may be reduced during the review process.

An application will not be considered a regional application if the only activity (or activities) proposed to
take place in more than one of the applicant communities is public social services.

Applications may receive five (5) bonus points when activities are targeted to a geographic area.
Applicants will demonstrate this through an additional narrative listing the CDBG-funded activities, the
target area and anticipated measurable improvements that will result. Communities with populations
under 5,000 may define their entire community as a target area.

Five additional points are available to applicants proposing multiple activities in a target area and that
demonstrate that the activities are coordinated and integrated. A minimum of at least two activities must
be fundable. Public social services may be counted as one of the two required activities but will not result
in additional funding. An additional five (5) points will also be awarded if an applicant demonstrates
that non CDBG-funded activities, consistent with the community’s Community Development Strategy
and complementary to the requested CDBG activities, are also targeted to the same geographic area and
will also result in measurable improvements.

FY 2006 CDF II grant recipients will be precluded from applying for FY 2007 funds except to implement
previously funded design or planning projects.

Planning activity packets will be scored using Project Need and Impact criterion only and must receive at
least half the available points for each criterion. Planning activity scores however, will not be included in

the averaging of activity scores.

In order to apply for CDBG funding, a community must demonstrate, using the last quarterly report due
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prior to the application date, or the most recent monthly financial status report, that as of the application
due date it has no more than $400,000 in unexpended CDBG program funds for all active grants
awarded prior to July 31, 2004. DHCD no longer accepts waiver requests for the timely expenditure
threshold.  Furthermore, unexpended CDBG funds are defined as funds awarded for eligible
Massachusetts CDBG program costs but not expended.

> The feasibility of applications will now be scored, in part, based on the completeness of environmental
review prior to application submission.

> Mini-Entitlements will be required to approach CDBG projects in a coordinated and integrated manner
and to target their CDBG funds to particular geographic areas in order to impact and effect change within
neighborhoods and to serve an identified neighborhood or target area.

In addition to meeting threshold requirements (including threshold consistency with the Sustainable
Development Principles), projects in a Mini-Entitlement application must receive 33 points in a scored
application packet in order to be funded. Projects that do not meet all thresholds and do not receive 33
points when scored will not be funded and the community’s Mini-Entitlement award will be reduced
accordingly.

» For FY 2006, DHCD will implement HUD’s Outcome Performance Measurement System. The proposed
system incorporates the following three Objectives set forth in the Housing and Community
Development Act of 1974: 1) create suitable living environments, 2) provide decent housing, and 3) create
economic opportunities. The system directs applicants/grantees to select an Objective coupled with one
of the following three Outcomes to help define the intent of the activity: 1) availability/accessibility, 2)
affordability, and 3) sustainability - promoting livable or viable communities.

» Public Social services may equal up to 30% of a grant if 50% of the funds support services that are
designed to build economic security and self sufficiency.

> Communities applying to HDSP are required to submit an FY2006 Commonwealth Capital Application
to the Office for Commonwealth Development no later than the HDSP application due date.

» Communities applying to EDF are required to submit an FY2006 Commonwealth Capital Application to
the Office for Commonwealth Development no later than when the EDF application is submitted.

CONTINUING REQUIREMENTS

> All projects must be consistent with the sustainable development principles listed in Exhibit 5.
Guidance on this threshold may be found in Exhibit 6. This threshold does not apply to Public Social
Services, non-development Microenterprise Assistance activities or projects that eliminate a public
health or safety risk (e.g., demolition of a blighted structure).

» Housing rehabilitation programs and public facilities projects are required to use Energy Star building
performance standards in FY 2006. Those standards are found at www.energystar.gov.  Streetlights
installed as part of a road or streetscape improvement project must be “full cut-off” or “semi cut-off”
fixtures.

> DHCD requires bid-ready plans and specifications for all public facilities and architectural barrier
removal projects of $100,000 or more. Design development drawings are required for public facilities and
architectural barrier removal projects or equivalent site and landscaping plans for Playground/Park
projects, with a total project cost of more than $25,000 but less than $100,000.

In addition, DHCD recognizes that this requirement may be problematic for communities considering
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modular construction projects. Therefore, to satisfy the concerns above, in order to apply for assistance
to undertake modular construction, a community must provide DHCD with a reasonable cost estimate
for the project. Total costs for modular construction projects must include the cost of site preparation,
off-site construction of the modular unit, and the cost of delivering and assembling the modular unit
including all work necessary - including but not limited to all utility work and sub-trades - to result in
the issuance of an occupancy permit. To accomplish this, the community must provide the following: the
program for the building; plans, specs, and prices of comparable unit(s) from the manufacturer; evidence
of the manufacturer's ability to deliver the unit during the timeframe for construction identified in the
grant application and a site plan.

» Communities seeking CDBG funds for senior center projects must request elderly low- and moderate-
income household data from DHCD prior to submitting an application. Please contact Karen Bresnahan
of the Policy and Planning Unit at (617) 573-1441 or Karen.Bresnahan@ocd.state.ma.us to request this
information.

» Most economic development activities will apply under the Economic Development Fund (EDF). The
range of economic development activities that may apply to EDF include those eligible under HCDA
Sections 105 (a)(17) and (a)(22), Assistance to For-Profits and Microenterprise Assistance, respectively.
In limited circumstances (i.e., when related to economic development projects leading to job creation or
retention), applications will be accepted for other eligible activities identified in HCDA Section 105 (a),
especially Sections 105 (a)(1), (a)(2), (a)(12), (a)(14), a(15) and (a)(19). Additionally, EDF will accept
applications for Public Social Services activities supporting community economic development programs
eligible under HCDA Section 105 (a)(15), provided they are specifically designed to increase economic
opportunities through job training and placement, and other employment services including, but not
limited to, peer support programs, counseling, child care, transportation, and other similar services.
Public Social Services activities under Section 105 (a)(15) are subject to Public Benefit rules.

CDF and Mini-Entitlement applications may still include certain economic development-related
activities, including Public Social Services activities that support economic development and
downtown/commercial target area related projects and activities, which include facade/sign programs
and/or streetscape improvements. Applications for downtown/commercial target area related projects
and activities will not be accepted in the EDF.

> Notice of intent to apply to CDF I and CDF II will be required, due 14 days before the application
deadline. Information included in the notice can be amended up until the application deadline. The
notice will be used by DHCD for informational and planning purposes only.

» In HDSP, projects other than SROs that include at least one (1) affordable three-bedroom unit, with no

other unit smaller than one bedroom, will receive additional scoring consideration.

Application due dates are proposed as follows:

CDF: Due: Wednesday, March 29, 2006
Notice of Intent due: Wednesday, March 15, 2006
Mini-Entitlement: Due: Wednesday, March 29, 2006
HDSP: Round 1 Notice of Intent due September 29, 2005, application due November 17, 2005

Round 2 Notice of Intent due February 23, 2006, application due April 13, 2006

All program components in the Economic Development Fund have rolling applications.
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MASSACHUSETTS CDBG
DRAFT ONE-YEAR ACTION PLAN FOR FEDERAL FISCAL YEAR 2006

INTRODUCTION:

This Draft One Year Action Plan describes the proposed use of Community Development Block Grant (CDBG)
funding received by the Commonwealth of Massachusetts. The CDBG Program is a significant source of federal
funding administered by the Department of Housing and Community Development, supporting a variety of
community development efforts to revitalize our communities, meet the housing and service needs of our low
and moderate-income population, build and repair infrastructure vital to the health and safety of residents, and
support business development and retention. The One Year Plan addresses the basic features of the state's
CDBG program, the applicable federal regulations and requirements governing state and local administration of
this program, and the state's policies, administration responsibilities, and description of the program
components.

In its administration of CDBG funding, DHCD is committed to:

»  Programs and funding that primarily target populations of low- and moderate-incomes, and those with
special needs, in communities with the greatest level of demonstrated need,

» Coordinated, integrated and balanced agency responses to address the needs and interests of
communities;

»  Programs and technical assistance designed to facilitate informed decision-making about community
development opportunities at the local level, and to encourage self-sufficiency of residents and
communities;

*  Projects that are consistent with the Commonwealth’s Sustainable Development Principles; and

»  Sound business practices that ensure the highest standards of public accountability and responsibility.

For FY 2006, DHCD will implement HUD’s Outcome Performance Measurement System. The proposed system
incorporates the following three Objectives set forth in the Housing and Community Development Act of 1974:
1) create suitable living environments, 2) provide decent housing, and 3) create economic opportunities. The
system directs applicants/grantees to select an Objective coupled with one of the following three Outcomes to
help define the intent of the activity: 1) availability/accessibility, 2) affordability, and 3) sustainability -
promoting livable or viable communities. Therefore, for each proposed activity the applicant will select one of
nine Outcome Statements. The proposed system will not change the nature of the program or its regulations.
The Massachusetts CDBG Program currently asks applicants to describe the need the activity addresses, as
well as the anticipated impact. This system creates a framework that allows for consistent reporting to HUD
on a national level.

The One Year Action Plan is organized into the following sections:

Massachusetts CDBG Priorities

Eligible Municipalities

Eligible Projects/Use of CDBG Program Funds
Applicant/Project Threshold Criteria

Allocation of CDBG Funds to the Commonwealth

Availability of CDBG Program Funds

Evaluation Criteria for All Program Components

Program Sanctions

Citizen Participation Requirements for Applicants and Grantees
CDBG Program Components (description)

SECTION
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A. MASSACHUSETTS CDBG PRIORITIES

The Community Development Block Grant (CDBG Program) was authorized by Congress, and is funded under
Title T of the Housing and Community Development Act of 1974, as amended. The Commonwealth of
Massachusetts has designated the Department of Housing and Community Development (DHCD) as the state's
administering agency for CDBG funding. The primary objective of the federal statute creating the CDBG
Program is: “.to develop viable, urban communities by providing decent housing and suitable living environment and expanding
economic opportunities principally for low- and moderate-income persons.” DHCD will fund eligible projects designed to
meet this objective, and that are consistent with the Commonwealth’s sustainable development principles
listed in Exhibit 5. DHCD encourages:

= development and preservation of affordable housing;

* proactive and coordinated planning oriented towards both resource protection and sustainable
economic activity;

= coordinated, integrated community development initiatives that are targeted to neighborhoods or
particular geographic areas, that meet the needs of these areas, and are designed to demonstrate
measurable improvements in the physical, social, and economic conditions of the area;

* community revitalization that is integral to community development;

= public social services designed to build economic security and self sufficiency; and

»  broad local participation in meaningful community-based planning that assesses needs and identifies
strategies for addressing those needs.

The Act requires that at least 70 percent of CDBG assistance shall be used to support activities that directly
benefit low- and moderate-income citizens of the Commonwealth. In addition, the Massachusetts CDBG
Program encourages joint or regional applications so that program funds will be used to benefit a greater
number of municipalities.

B ELIGIBLE MUNICIPALITIES

There are 351 municipalities incorporated in Massachusetts. The U.S. Department of Housing and Urban
Development (HUD) has designated 35 as CDBG entitlement communities; in general, these communities exceed
50,000 in population and receive CDBG funds directly from HUD. Any city or town not designated as an
entitlement community by HUD may apply for and receive Massachusetts Community Development Block
Grant funds. (Refer to Exhibit 1 for a listing of Massachusetts’ entitlement communities.)

C ELIGIBLE PROJECTS

The following projects are eligible for funding under the Massachusetts Community Development Block Grant
Program:

* planning;

* housing rehabilitation and creation of affordable housing;

= cconomic development projects which create and/or retain jobs including awards to existing regional
entities for regional economic development loan funds;

= cfforts directed toward rehabilitation and stabilization of existing neighborhoods, commercial areas
and downtowns;

= infrastructure;

= construction and/or rehabilitation of community facilities; and

* public social services.



DHCD has designed several Massachusetts CDBG program components to fund such projects. Each program
component responds to particular community development needs. The rules and program guidelines are set
forth in Section J: PROGRAM COMPONENTS.

LIMITATIONS ON USE OF PROGRAM FUNDS

Buildings used for the general conduct of government - Assistance related to buildings used for the
general conduct of government is specifically excluded from the program by federal statute, except for
the removal of existing architectural barriers to improve handicap access. Such work is permitted on
municipal buildings such as city or town halls, public works structures, public safety buildings, etc.,
however the use of CDBG funds is limited to the relevant barrier removal work and directly
related and required construction.

Public Social Services

L

Public Social Services projects are not eligible as a 'stand-alone" application under Community
Development (CDF) I, II or Mini- Entitlement grants. Furthermore, an application will not be
considered a regional application if the only activity proposed to take place in more than one of
the co-applicant communities is public social services.

Public Social services cannot exceed 20% of a CDF I, CDF II, or Mini- Entitlement grant,
except that Public Social services may equal up to 30% of a grant if 50% of the funds support
services that are designed to build economic security and self sufficiency. The following are
Public Social services that meet this definition:

Job training

Literacy training

English for Speakers of Other Languages (ESOL)
ABE/GED classes

Job-related childcare assistance

Job-related transportation assistance

Individual development accounts

(Note: The 20% limit does not apply to social services designed and provided solely to support
micro-businesses, or public social services that increase employment through job training or
other related activities when carried out by eligible non-profit development organizations
under 105(a)(15). These activities must apply under the EDF.)

Communities must demonstrate that, in accordance with Section 105(a)(8) of the Housing and
Community Development Act, proposed social service activities have not been funded by the
community using municipal and/or state funds within 12 months prior to the application.

DHCD will fund public social service projects that are not provided by other state or federal
agencies, or are currently provided but are not available to CDBG-eligible residents in the
applicant communities.

Planning funds may not be used to plan for public social service programs except as part of a
broader community development planning project.

Downtown/commercial target area related projects - Communities may apply for funds for
downtown or commercial district related projects under CDF I, CDF II, and the Mini-Entitlement
Program. Conditions listed below apply to CDF I, CDF II, and the Mini-Entitlement Program. Such
projects may include facade/sign programs and streetscape improvements, or other infrastructure
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improvements located in a downtown or commercial district revitalization target area that is defined in
the Community-Based Planning documents and delineated in the slums and blight documentation
supporting the Community Development Strategy. (Appendix _ lists currently approved, slum and
blight target areas)

1. DHCD may fund projects that support physical downtown and commercial area revitalization
efforts; however, communities may apply to Mass CDBG for downtown/commercial target area
related projects in their downtown or commercial target areas only if a) they have satisfactorily
demonstrated to DHCD that the proposed project is located in an area meeting National
Objective requirements set forth in the Application Guidance on Threshold Questions, and b)
their community development strategy (see page 5) contains a downtown or commercial area
revitalization element.

2. CDBG funds cannot be used to fund overhead costs or management salaries related to the
operation of a downtown organization, nor can they be used for any organizational
development for a downtown organization or committee.

15 Year Housing Affordability Term - In an effort to increase the supply of affordable housing, all
projects supporting the creation, preservation, and rehabilitation of rental and owner-occupied housing
units must be affordable to low and moderate income houscholds for at least a 15-year period.
Rehabilitation assistance for owner-occupied properties must be secured by a mortgage or lien on the
subject property that includes language restricting rent levels in low and moderate income units for a
minimum of fifteen years - or as long as the loan is outstanding. Rehabilitation assistance for investor-
owned properties must be secured by a mortgage or lien, and the affordability requirements must be
secured by an Affordable Housing Restriction [provided by DHCD] on the subject property that runs
with the land, and that includes language restricting rent levels in low and moderate income units for a
minimum of fifteen years. “Owner-occupied” is defined as a property of no more than four (4) units,
one of which is occupied by the owner. All other properties are considered “investor owned.”

| D.

APPLICANT/PROJECT THRESHOLDS

It is the responsibility of the applicant to ensure adherence to the applicable threshold(s). The following
standard threshold criteria (#1 through #8) apply to all applications:

1.

Eligibility - The project must be eligible as defined in $§105(a) of Title 1 of the Housing and
Community Development Act, as amended.

National Objective - Each project must meet one of three federal national objectives as defined
below and in federal regulations 24 CFR 570.483:

a. benefit a majority of low- and moderate-income persons;
b. aid in the prevention or elimination of slums or blight; or

c. meet an urgent condition posing a serious threat to the health and welfare of the community and
where other financial resources are not available to meet such needs. This objective is extremely
difficult to meet and is generally limited to unexpected events such as natural disasters. Prior
approval from Massachusetts CDBG must be obtained to use this national objective.

Timely Expenditure — Mass CDBG requires that all applicants - including lead applicants and joint
participants - who have received grants comply with a timely expenditure threshold in order to
apply for FY 2006 programs. If a joint participant has been a lead grantee in a CDBG grant, that
community must meet the timely expenditure threshold in order to be included in a joint
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application. In order to apply for CDBG funding, a community must demonstrate, using the last
quarterly report due prior to the application date, or the most recent monthly financial status report,
that as of the application due date it has no more than $400,000 in unexpended CDBG' program
funds for all active grants awarded prior to July 31, 2004.

Active grants include those for which project activities have yet to be completed and payments are
outstanding. All lead applicants and participating applicants must meet this standard. An
applicant must meet this threshold requirement at the time of application for all Mass CDBG
components. Communities that do not meet this threshold will be eliminated from further Mass
CDBG funding consideration. No waivers will be granted for the timely expenditure threshold.
Unexpended CDBG funds are defined as funds awarded for eligible Massachusetts CDBG program
costs but not expended.

Displacement of Non-CDBG Funds - Applicants shall certify in the application that CDBG funds
will not be used to displace non-CDBG funds already appropriated by or to the community for a
specific project. DHCD will reduce an award, deny a grant, or impose special conditions in a grant
contract with that community to assure compliance with this requirement.

Sustainable Development - In order to receive funding a project or activity must be consistent with
the Sustainable Development principles. To meet this threshold, a project must either be consistent
with the principle of Redevelop First or meet at least five (5) of the following principles:
Concentrate Development, Restore and Enhance the Environment, Be Fair, Conserve Resources,
Expand Housing Opportunities, Provide Transportation Choice, Increase Job Opportunities, Foster
Sustainable Development, and Plan Regionally. Projects that involve new construction must be
consistent with either Concentrate Development or Restore and Enhance the Environment.
Additional guidance on this threshold may be found in Exhibit 6. This threshold does not apply
to Public Social Services, non-development Microenterprise Assistance activities, or projects
that eliminate a public health or safety risk.

In addition, housing rehabilitation programs and public facilities projects are required to use Energy
Star building performance standards. Those standards are found at www.energystar.gov.
Streetlights installed as part of a road or streetscape improvement project must be “full cut-off” or
“semi cut-off” fixtures.

Community-Based Planning Requirement - The Department supports municipal efforts to engage
in community-based planning, conduct needs assessments, and identify strategies for addressing
those needs. DHCD seeks to fund projects identified through meaningful, public community-based
planning and priority setting processes. Therefore projects must be consistent with community
efforts to identify needs and engage in strategic planning for addressing those needs. This helps to
ensure that local needs have been identified and priorities determined in a comprehensive manner, and public resources
are directed toward projects that address needs the community has identified as high priority. All applicants and
participants’ must have engaged in a community-based planning process and be able to
demonstrate project consistency with a Community Development Strategy, (not to exceed seven [7]
pages), that must be included in the application.

The Strategy serves to summarize various planning documents used by a community, and to outline
a plan of action intended to accomplish specific community development goals that will have an

! CDBG includes CDF | and 11, Mini-Entitlement, HDSP, Ready Resource, and Reserves, but for the purposes of this calculation excludes grants from
Massachusetts Community Capital Fund, Section 108, and Bridge Financing Program. Planning-only grants of $50,000 or less are also excluded from this

2This includes regional applicants.



impact on the community. Therefore, each Strategy can reference various planning documents
approved by a locally elected or appointed body, or by Town Meeting, but it is important that the
Strategy reflect a comprehensive, integrated approach to the municipality’s community development priorities. The
Strategy must also discuss how the community will plan for and implement projects that are
consistent with the Commonwealth’s Sustainable Development Principles by promoting compact
development; expanding housing opportunities; reutilizing brownfields and abandoned buildings;
implementing existing Master Plans, E.O. 418 Community Development Plans, or approved Open-
Space Plans; protecting open space; advancing sound water policies; and preserving working natural
landscapes.

Each activity included in an FY 2006 application must relate to and be reflected in the Strategy. The
Strategy must explain how the community expects to address the priorities with CDBG and non-
CDBG funds over a 3-5 year period.

The Community Development Strategy may reference or incorporate findings of relevant plans and
analyses that have been completed and used for decision-making purposes by municipal boards,
agencies and departments. Such plans may include but are not limited to EO 418 Community
Development Plans, EO 418 housing strategies, Capital Improvement Plans, Master Plans,
Downtown Plans, Open Space and Recreation Plans, Area Revitalization Strategies, Urban Renewal
Plans, the regional Comprehensive Economic Development Strategy, and a Community Action
Statement (CAS). The strategy must be discussed in a public forum, such as the public hearing
required prior to submitting a Mass CDBG application.

For FY 2006, DHCD will evaluate the submitted Community Development Strategy to determine
the adequacy of the Strategy. Each Community Development Strategy must be determined to be
adequate or the remainder of the application will not be scored. DHCD will use the following three
criteria to make this determination:

1) The Strategy describes the community’s approach to a variety of projects and activities
which include but are not limited to, the subject of the current CDBG application;

2.) The Strategy concludes with a list of projects and activities in order of priority which the
community intends to undertake to address their community development needs;

3.) The community submits evidence of a public forum, meeting or hearing at which the
Community Development Strategy and its priority list was presented and specifically
discussed.

Applications for funding under the first round of the FY 2006 Housing Development Support
Program (HDSP) must include a Community Development Strategy but it will not be reviewed for
adequacy under the above criteria.

Outcome Performance Measurement System - HUD has issued a proposed rule, has held regional
feedback sessions and developed the HUD Outcome Performance Measurement System as outlined in
the Federal Register, June 10, 2005. The system will allow HUD to collect information on the activities
undertaken in the following programs: HOME, CDBG, HOPWA and ESG, and to aggregate that data at
the national, state, and local level.

Representatives from Massachusetts participated with the national workgroup. The Commonwealth
intends to implement HUD's performance measurements starting with the FY 2006 program year. The
outcome measures framework contained herein will be used to supplement the measurements
contained in the HUD notice, along with any revisions adopted by HUD.

The proposed system incorporates the following three Objectives set forth in the Housing and
Community Development Act of 1974: 1) create suitable living environments, 2) provide decent
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housing, and 3) create economic opportunities. The system directs applicants/grantees to select an
Objective coupled with one of the following three Outcomes to help define the intent of the activity: 1)
availability/accessibility, 2) affordability, and 3) sustainability - promoting livable or viable
communities.

Therefore, for each proposed activity the applicant will select one of the nine Outcome Statements

provided below.

Objective #1
Suitable Living
Environment

Objective #2
Decent
Housing

Objective #3
Economic
Opportunity

QOutcome 1:

Availability/Accessibility

Outcome 2:
Affordability

Outcome 3:
Sustainability

Enhance Suitable
Living Environment

Though
Improved/New

Accessibility

Enhance Suitable
Living Environment
Though
Improved/New
Affordability

Enhance Suitable
Living Environment
Though
Improved/New
Sustainability

Create Decent
Housing with
Improved/New
Availability

Create Decent
Housing with
Improved/New
Affordability

Create Decent
Housing with
Improved/New
Sustainability

Provide Economic
Opportunity
Through
Improved/New
Accessibility

Provide Economic
Opportunity
Through
Improved/New
Affordability

Provide Economic
Opportunity
Through
Improved/New

Sustainability

Based on the applicant’s purpose for undertaking a project or activity, the applicant will determine and
state in the application what the intent of the project is with one of the nine Outcome Statements. (An
applicant may select additional, secondary Outcome Statements if it believes them to be applicable to
its proposed activities.)

The proposed system will not change the nature of the program or its regulations. The Massachusetts
CDBG Program currently asks applicants to describe the need the activity addresses, as well as the
anticipated impact. This system creates a framework that allows for consistent reporting to HUD on a
national level.

In addition, the applicant will report on several indicators. Five of the indicators will be required for
virtually all activities. Other indicators will be required as applicable for each activity type. More
detailed materials regarding the Outcome Performance Measures System will be included in the FY
2006 Application.

Regional Applications - Each community in a regional application must comply with the same
requirements as individual communities in individual applications, in order to participate in a regional
grant. For example, each participating community must have a Community Development Strategy that
is found to be adequate, the community must have been identified and be part of the required public
participation/hearing process and the community must submit all required signatures. Communities
that fail to comply will be dropped from consideration as a regional participant and the application will
be reviewed on the basis of those communities that have complied with the requirements. As aresult,
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the number of participating communities and/or the dollar amount requested in a regional application
may be reduced during the review process.

Additional threshold criteria #9 through #12 apply to specific program applications or types of projects.

0.

10.

11

Public Benefit Standards - Economic development projects that are eligible under Title I of the
Housing and Community Development Act of 1974, Sections (14), (15) and (17) must meet CDBG
standards of underwriting and public benefit. Eligible projects under 105(a)(2) may also be required
to meet public benefit standards when undertaken for Economic Development purposes.

Senior Center Projects - Applicants for Senior Center projects must meet the following threshold
requirements to have their applications reviewed and scored:

(i)  provide evidence of site control’ by the municipality, as attested to by the Mayor or Board
of Selectmen,

(ii) provide documentation of the availability and commitment of any other funds necessary
to complete the project, and

(iv) provide one copy of the bid-ready plans and specifications,” prepared by a licensed
architect or engineer (modular construction may require a lesser standard - see Project
Threshold Criteria #11).

CDBG-assisted senior center projects funded in FY 2004 or later may not receive subsequent CDBG
assistance for additional construction or reconstruction until five (5) years have passed since the
grant closeout date. Communities seeking CDBG funds for senior center projects must request
elderly low- and moderate-income household data from DHCD prior to submitting an application.

Architectural Barrier Removal - A municipality applying for assistance with an architectural barrier
removal project must submit a copy of its locally approved Americans with Disabilities Act (ADA) Self
Evaluation Survey and Transition Plan. The ADA was enacted in 1990 and requires local governments
to evaluate for accessibility all of its programs and services that had not previously been reviewed
under Section 504 of the Rehabilitation Act of 1973. The Act also required preparation of a Transition
Plan for removal of programmatic and structural barriers to its programs and services, and set forth a
process for involving the community in the development of the Self Evaluation Survey and Transition
Plan. Programmatic removal of barriers must be fully explored before considering CDBG funding for
structural barrier removal. Completion of the Transition Plan is a required threshold for Architectural
Barrier Removal applications.

It is the responsibility of each community to ensure that its Transition Plan is consistent with
federal regulations. A community’s request for Mass CDBG funding must be consistent with the
priorities set forth in these locally developed documents. Communities may wish to contact the
Massachusetts Office on Disability or the U.S. Department of Justice for specific questions regarding
the ADA and the Rehabilitation Act of 1973.

% Evidence of site control may include but is not limited to a deed, long-term lease agreement, purchase and sale agreement, or other contract or legal
document.

Bid-ready plans and specifications are those construction documents that constitute a presentation of the complete concept of the work including all

major elements of the building and site design. The bid documents shall set forth in detail and prescribe the work to be done by the construction
specifications; the materials, workmanship, finishes and equipment required for the architectural, structural, mechanical, electrical and site work; and
the necessary solicitation information. Drawings shall include the following: a) Site plan showing the location and type of building; b) Scale plans of
the building; c) Wall sections, details, and elevations in sufficient detail to serve as a basis for a construction estimate; d) All other required
architectural, civil, structural, mechanical and electrical documents necessary to complete the project.



Applications for Architectural Barrier Removal projects of $100,000 or more require bid-ready
plans and specifications in each copy of the application. Projects less than $100,000 but more
than $25,000, require design development drawings.

Finally, when used for Architectural Barrier Removal, CDBG funds may be used only for the
relevant barrier removal work and directly related and required construction. CDBG funds
cannot be used to address building code or local requirements that are not directly part of the
removal of the architectural barrier.

12. Bid-ready Plans and Specifications - Bid-ready plans and specifications are required for all public
facilities and architectural barrier removal projects of $100,000 or more (see definition in footnote #4).
Design development drawings are required for public facilities and architectural barrier removal
projects or equivalent site and landscaping plans for Playground/Park projects, with a total project
cost of more than $25,000 but less than $100,000.

In addition, DHCD recognizes that this requirement may be problematic for communities considering
modular construction projects. To satisfy these concerns, in order to apply for assistance to undertake
modular construction a community may instead provide DHCD with a reasonable cost estimate for the
project. Detailed backup for the total costs for modular construction projects must include the cost of
site preparation, off-site construction of the modular unit, and the cost of delivering and assembling the
modular unit including all work necessary - including but not limited to all utility work and sub-trades
- to result in the issuance of an occupancy permit. To accomplish this, the community must provide the
following: the program for the building; plans, specs, and prices of comparable unit(s) from the
manufacturer; evidence of the manufacturer's ability to deliver the unit during the timeframe for
construction identified in the grant application; and a site plan.

‘ E ALLOCATION OF CDBG FUNDS TO THE COMMONWEALTH

The federal Fiscal Year 2006 HUD allocation to the Commonwealth of Massachusetts is expected to be
approximately $34,335,000. DHCD’s funds are subject to availability from the federal government, which is
contingent on the federal budget and appropriations process and the HUD allocation process. In addition to
the HUD allocation DHCD expects to receive approximately $600,000 in program income, for a total of
$34,935,000 available for FY 2006. These funds will be distributed during the program year to eligible cities
and towns in accordance with the allocation among program components outlined below. If changes to this
distribution become necessary, procedures outlined below explain how such changes will be made.

Mass CDBG ALLOCATION
PROGRAM COMPONENT (ESTIMATE)
Community Development Fund I $14,027,950
Community Development Fund II $3,500,000
Mini-Entitlement Program $9,600,000
Housing Development Support Program $4,800,000
Economic Development Fund $1,100,000
-Bridge Financing Program* $5,000,000
-Section 108 Loan Guarantee Program®* $2.,000,000
Reserves $400,000
Section 108 Loan Repayments** $377,000
Administration and Technical Assistance $1.130,050
TOTAL AVAILABLE FOR FY 2006 $34,935,000
(includes $600,000 in program income)
*Bridge Financing and Section 108 Loan Program allocations do not impact the FY 2006 Allocation




**Section 108 Loan Repayments are budgeted but not necessarily required. This is an “up to”
amount.

Reallocation of funds among program components: During the year, DHCD may have cause to recapture earlier
program year funds from non-performing grantees; or there may be small amounts of program funds from prior
years that have yet to be used; or there may be opportunities to recapture program income generated by
communities from earlier projects; or there may be extreme demand for one program component; or there may
be minimal demand for one component. Funds will be reallocated depending on the timing of other
components and the apparent demand for funds or to address emergency situations during the program year.
When awarding those funds DHCD will use current program guidelines as established in the most recent One
Year Plan. DHCD reserves the right to increase or decrease the allocation of a program component. When
these cumulative changes meet the threshold criteria of an amendment, DHCD will follow the process in
accordance with the State’s Consolidated Plan and regulations at 24 CFR 91.505. DHCD may also have cause to
fund from any allocation or resources to respond to corrective actions after program closeouts or as a result of
other administrative errors.

F. AVAILABILITY OF CDBG PROGRAM FUNDS

All CDBG program funds will be available to eligible grant recipients based on applications for Massachusetts
Community Development Block Grant funds and/or Notices of Funding Availability that will be distributed on
a regular basis. These documents will make communities aware of the requirements of each particular
component and will be available to allow communities adequate time to prepare grant applications for each
program.

A single community may receive no more than $1 million from any combination of federal FY 2006 Community
Development Fund I or II, or Mini-Entitlement grant funds. Awards not subject to the $1 million cap per
community include the Housing Development Support Program and the Economic Development Fund.

Listed below are application distribution dates for each program and the corresponding due dates. A Notice of
Availability of Funds will be issued, as appropriate, prior to release of each Application subject to the
availability of federal funds.

Program Components’ Application Notices of Intent Due FY 2006 Applications Due
Issued (if necessary)

Community Development January 2006 Wednesday, March 15, 2006 Wednesday, March 29,

FundsIand I 2006

Mini Entitlement Program January 2006 N/A Wednesday, March 29,
2006

Housing Development Support || September 2005 || September 29, 2005, and February || November 17, 2005, and

Program 23,2006 April 13, 2006

Economic Development Fund January 2006 Continuous

G. EVALUATION CRITERIA APPLICABLE TO ALL CDBG PROGRAMS

DHCD reserves the right to incorporate any or all of the following Evaluation, Regulatory and Performance
criteria in its award decisions:

® The FY 2006 applications will be operative upon their release. Actual release of funds is contingent on HUD approval of the state’s One Year plan, and
will be dictated by the date the state receives HUD approval on its Plan.
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Evaluation:

solicit and verify information from any local, state or federal agencies and other entities, and based on
that information, reduce, increase or deny an award to a community.

conduct site visits for any proposed CDBG project, prior to grant award, and if necessary, condition,
reduce, increase or deny an award to a community.

reduce or increase an award to a community to assure that a grant budget is reasonable.
fund, fully or partially, a project from other state resources.

reduce or deny a grant, or place special conditions on a grant, based on the management capacity of the
of the municipality or the current or proposed administering agency.

resolve tie scores in a competitive fund by applying the criteria below in the following order:

1. An application from the community or region with the higher Community-Wide Needs score will
be funded;

2. Applications for projects that increase the community’s supply of atfordable housing units;

Regional applications;

4. Applications for housing and/or economic development projects that are consistent with the goals
of the Administration; and

5. 1If scores remain tied after the application of steps #1 through 4, DHCD will conduct a lottery at
which a representative from HUD will be present.

had

Regulatory:

ensure that at least 70 percent of CDBG assistance, as per federal statute, is used to support projects
that directly benefit low- and moderate-income persons of the Commonwealth.

ensure that no more than 15 percent of the FY 2006 Massachusetts CDBG allocation is for public social
service activities as per federal regulation.

deny a grant, or a portion thereof, to ensure that no more than 20 percent of the FY 2006 Massachusetts
CDBG allocation is for planning and administration as per federal regulation.

not review an application unless signed by the municipality’s Chief Elected Official.

Performance:

reduce an award to a community with an uncommitted program income balance of $100,000 or more.

reduce an award, deny a grant, or impose special conditions on a community with prior year grants
with a low rate of committed or expended dollars. This includes dollar-for-dollar reductions in awards
for projects funded in previous rounds for which unexpended funds remain.

reduce an award, deny a grant, or impose special conditions on a community with outstanding, major
findings that are unresolved at the time application decisions are being made; or which have otherwise
had a history of significant, repeat findings. These findings could have resulted from any grant program
offered by DHCD.
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Mdjor findings means non-compliance with a statutory requirement which, if not satisfactorily resolved
by the community, would require that the federal funds be repaid by the municipality, or result in other
serious sanctions.

History of significant, repeat findings means non-compliance with statutory or regulatory requirements in
more than one grant cycle, where the community may have resolved those findings but with an
unacceptably slow response.

= consider the past performance in the management of state grants, including but not limited to CDBG,
by the applicant community and its administering agency or project sponsor, including continuing
prior performance issues such as the number of program extension requests, program amendments and
requests to re-program past grant funds due to inability to complete the originally awarded activities.

Awarding of Grants

Based on the scores produced through the review process, grant award recommendations are made to the
Director of DHCD, whose decision is final. In the competitive programs, grants are awarded for projects to
municipalities that received the highest application scores and which meet applicable thresholds until all
available funds are distributed. In the programs with rolling applications, grants are awarded for projects to
municipalities with application scores that meet a minimum scoring threshold, or that meet other program
criteria, or both. DHCD reserves the right to award a grant in whole or in part, or to reject any and all proposals
received.

Grievance Procedure

Within forty-five (45) days of the date of the Director’s written notice of grant determinations to applicant
cities and towns, any municipality aggrieved by DHCD's decision may challenge the denial of its grant by
submitting a letter of appeal from the Chief Elected Official of the municipality to the Director, who shall
respond no later than forty-five (45) days from the date of receipt of the municipality’s appeal.

H. PROGRAM SANCTIONS

DHCD reserves the right to suspend or terminate grant awards made to eligible communities should there be
instances of fraud, abuse, poor performance, misrepresentation, or extreme mismanagement, or in the event a
grantee is unable to carry out a project as approved in an application. Communities should be aware that in the
event that a project budget is found to be inadequate to fully implement the project as approved, DHCD
reserves the right to review and approve any change in project scope to make a project fundable and may opt for
recapturing the funds instead of authorizing a project with a reduced scope of work. The community staff and
Chief Elected Officials will have the opportunity to discuss possible sanctions prior to any formal action. If
formal sanctions are recommended, grantees will be provided a full opportunity to appeal such decisions to the
Director of DHCD before any final action is taken.

All program funds recaptured through the sanctions process will be re-programmed consistent with the
procedures in (E) Allocation of CDBG Funds and (J) CDBG Program Components. Based on the significance of the
issues involved in any such determination, DHCD may suspend, for a period of up to three (3) years or until
final resolution is achieved, a community's eligibility to participate in any Massachusetts CDBG component.
Such action will only be taken in extreme circumstances and only after all alternatives have been exhausted.
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CITIZEN PARTICIPATION REQUIREMENTS FOR APPLICANTS AND GRANTEES

All applicants for funding under the FY 2006 Massachusetts CDBG Program must comply with the citizen
participation requirements contained in Section 508 of the Housing and Community Development Act of 1987.
DHCD expects citizen involvement in the identification of community development needs, the development of
applications, program assessment and evaluation. Communities must include in their Massachusetts CDBG
application a local citizen participation plan detailing how the community will provide:

L.

citizen participation, with particular emphasis on participation by persons of low- and moderate-
income, residents of slums and blighted areas and of areas in the state where CDBG funds are proposed
to be used, particularly residents of a proposed target area;

reasonable and timely access to local meetings, information, and records relating to the grantee's
proposed use of funds, and relating to the actual use of funds;

information on the amount of state CDBG funds available during the year; the range of eligible CDBG
activities; and how activities will benefit low- and moderate-income persons;

technical assistance to groups representative of persons of low- and moderate-income that request such
assistance in developing proposals;

a minimum of 2 public hearings, each at a different stage of the program (development and
implementation), to obtain citizen views and to respond to proposals and questions at all stages of the
community development program, including at a minimum (a) the development of needs, (b) the review
of proposed activities, and (c) review of program performance. These hearings shall be held after
adequate notice, at times and accessible locations convenient to potential or actual beneficiaries, and
with accommodations for persons with disabilities. In cases of joint applications, all applicant
communities must be included in and participate in the public hearing. At least one public hearing
must be held prior to submittal of an application; a second must be held during the course of the grant
year;

a timely written answer to written complaints and grievances, within 15 working days of receipt where
practical; and

the plan must also identify how all residents and beneficiaries, including minorities and non-English
speaking persons, as well as persons with disabilities can be reasonably expected to participate in the
program in general, and at public hearings in particular.

L/

CDBG PROGRAM COMPONENTS

This section briefly describes the components of the Massachusetts CDBG Program. Each program component
description includes eligible uses, grant award amounts, and evaluation and award criteria. In the event of
conflicting language, this One Year Action Plan takes precedence over language in all program component
applications. The program components are:

N LA N

Community Development Fund I (CDF I)
Community Development Fund IT (CDF II)
Mini-Entitlement Program

Housing Development Support Program (HDSP)
Economic Development Fund

Reserves

Administration and Technical Assistance by DHCD
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L COMMUNITY DEVELOPMENT FUND I (CDFI)
Program Description

The Community Development Fund I (CDF I) annually awards grants to communities throughout the
Commonwealth. This program helps eligible cities and towns to meet a broad range of community
development needs in housing, infrastructure, downtown revitalization, and public social services. It supports
CDBG-eligible activities and encourages applicants to develop coordinated, integrated and creative solutions to
local problems. CDF I is targeted to communities with high Community-Wide Needs scores (ranging from 25
to 35) and very limited financial ability to address those needs with local funds. See Exhibit 3 for Community-
Wide Needs Scores and Exhibit 4 for the indicators and formula used to derive the scores.

In federal FY 2006 DHCD expects to award approximately $14,027,950 in CDF I grant funds, depending upon
Massachusetts’ federal allocation.

Grant Award Amounts

Applicants for a CDF I grant will be eligible to receive up to the following amounts based on the type of
application submitted:

Minimum Grant from Maximum Grant from
Category Competitive Round: Competitive Round:
Single Community $ 100,000 $ 800,000
Single Community w/multiple
targeted activities $ 100,000 $ 1,000,000
Two or Three Communities $ 100,000 $ 1,000,000
(Regional)
Four or More Communities (Regional) $100,000 $1,200,000
Planning- or Design-only grants $ 20000 | ooooe-

A single community may receive up to $1,00,000 for multiple, targeted physical activities. Social services,
planning or design activities do not trigger the higher grant funding level. No single CDF I community in a
regional application may receive more than $800,000. There is a minimum grant amount of $20,000 for
planning or design-only grants.

Requirements:

L CDF grants are Single Year Grants based on an 18-month implementation period. Communities
should not apply for funds if the proposed project is not ready to proceed.

2. Two or more communities may apply regionally. 'Regional® is not limited to geographically contiguous cities
and towns. In order to comply with federal requirements governing such applications, each participating
community would:

- enter into an inter-local agreement that will allow a lead community to conduct grant activities
within other communities:

- sign the application certifications stating compliance with program regulations; and

- demonstrate in the application how the requested funds will be allocated among all participants.

Each participating community in a regional application must have a locally approved Community
Development Strategy, and all projects in the application must be consistent with those documents.

CDF I communities may also join with CDF II or Mini-Entitlement communities as regional applicants.
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PLEASE NOTE: An application will not be considered a regional application if the only activity
taking place in more than one of the communities is public social services.

3. An applicant is eligible to apply to Community Development Fund I if its FY 2006 Community-Wide
Needs Score, rounded to the nearest integer, is 25 or greater on a scale of 35. Community Wide Needs
Scores are available in Exhibit 3.

4. A community may apply in either one individual CDF application or in one regional application
(including as a lead applicant), or in one of each. In addition, a municipality may not receive funds for
the same activity under more than one CDF application during any one Mass CDBG federal fiscal year.

5. Notice of Intent to apply to CDF I and CDF II components will be required, due on, Wednesday,
March 15, 2006. Informat